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AMENDMENT TO SENATE BI LL 3

AMENDMENT NO. . Anend Senate Bill 3 by replacing

everything after the enacting clause with the foll ow ng:

"Section 1. Short title. This Act may be cited as the
Senior Citizens and Disabled Persons Prescription Dr ug

D scount Program Act.

Section 5. Findings. The General Assenbly finds that:

(a) Al t hough senior citizens represent 12% of the
popul ati on, they use on average 37% of prescription drugs
t hat are di spensed.

(b) Seni or citizens in the United States wthout
prescription drug insurance coverage pay the highest prices
in the world for needed nedi cations.

(c) Hgh prescription drug prices force many Illinois
seniors to go wthout proper nedication or other necessities,
thereby affecting their health and safety.

(d) Prescription drug prices in the United States are the
wor |l d's highest, averaging 32% higher than in Canada, 40%
hi gher than in Mexico, and 60% hi gher than in Geat Britain.

(e) Regardless of household inconme, seniors wthout
prescription drug coverage are often just one serious illness

away from poverty.
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(f) Reducing the price of prescription drugs would
benefit the health and well-being of all Illinois senior

citizens by providing nore affordable access to needed drugs.

Section 10. Purpose. The purpose of this Program is to
require the Departnent of Central Managenent Services to
establish and adm nister a programthat will enable eligible
senior citizens and di sabl ed persons to purchase prescription

drugs at di scounted prices.

Section 15. Definitions. As used in this Act:

"Aut hori zed pharmacy” neans any pharmacy registered in
this State under the Pharmacy Practice Act of 1987 and
approved by the Departnent or its Program adm ni strator.

"AWP" or "Average wholesale price" neans the anopunt
determined fromthe | atest publication of the Blue Book, a
universally subscribed pharmacist reference guide annually
published by the Hearst Corporation. "AW" or "Average
whol esal e price" may al so be derived electronically from the
drug pricing database synonynous with the | atest publication
of the Blue Book and furnished in the National Drug Data File
(NDDF) by First Data Bank (FDB), a service of the Hearst
Cor por ati on.

"Departnent” neans the Departnent of Central Managenent
Servi ces.

"Director” neans the Director of Central WMnagenent
Servi ces.

"Di sabl ed person" neans a person unable to engage in any
substanti al gainful activity by reason of a nedically
determ nabl e physical or nental inpairnment which can be
expected to result in death or has |asted or can be expected
to last for a continuous period of not |less than 12 nonths.

"Drug manuf acturer” neans any entity (1) that is |ocated

within or outside Illinois that is engaged in (i) the
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pr oducti on, pr eparati on, pr opagati on, conpoundi ng,
conversion, or processing of prescription drug products
covered wunder the Program either directly or indirectly by
extraction from substances of natural origin, independently
by neans of chemcal synthesis, or by a conbination of
extraction and chem cal synthesis or (ii) the packaging,
r epackagi ng, | evel i ng, | abel i ng, or di stribution of
prescription drug products covered under the Program and (2)
that elects to provide prescription drugs either directly or

under <contract wth any entity providing prescription drug

services on behalf of the State of I11inois. "Dr ug
manuf acturer”, however , does not include a wholesale
distributor of drugs or a retail pharmacy |icensed under
[1'linois |aw

"Eligible senior"” neans a person who is (i) a resident of
II'linois and (ii) 65 years of age or ol der.

"Preferred drug list" refers to the list of prescription
drugs for which the Departnent or its Program adm nistrator
has negotiated a "Manufacturer Rebate Agreenent”, as defi ned
in Section 30 of this Act.

"Prescription drug" neans any prescribed drug that may be
| egal | y di spensed by an aut horized pharmacy.

"Progranmt neans the Senior Ctizens and D sabled Persons
Prescription Drug D scount Program created under this Act.

"Program adm nistrator” neans the entity that is chosen
by the Department to admnister the Program The Program
adm nistrator may, in this case, be the D rector or a
Pharmacy Benefits Manager (PBM chosen to subcontract wth
the Director.

"Rul es” includes rules adopted and forns prescribed by

t he Depart nent.

Section 17. Determ nation of disability. D sabled persons

filing applications for participation in the Program shal
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submt proof of disability in such formand manner as the
Departnent shall by rule prescribe. Proof that a claimant s
eligible to receive disability benefits under the Federal
Social Security Act shall constitute proof of disability for
pur poses of this Act. Issuance of an Illinois D sabled Person
Identification Card stating that the claimant is under a
Class 2 disability, as defined in Section 4A of the Illinois
Identification Card Act, shall <constitute proof that the
person naned thereon is a disabled person for purposes of
this Act. A disabled person not covered under the Federal
Social Security Act and not presenting a Disabled Person
Identification Card stating that the he or she is under a
Class 2 disability shall be examned by a physi ci an
designated by the Departnent, and his or her status as a
di sabl ed person determ ned using the sanme standards as used
by the Social Security Admnistration. The costs of any
requi red exam nation shall be borne by the person claimng a

di sability.

Section 20. The Senior Citizens and D sabled Persons
Prescription Drug D scount Program The Senior Citizens and
Di sabl ed Persons Prescription Drug Di scount Program is
established to protect the health and safety of senior
citizens and di sabl ed persons. The Program shall be
adm ni stered by the Departnent. The Department or its Program
adm nistrator shall (i) enroll eligible seniors and disabled
persons into the Programto qualify themfor a discount on
t he purchase of prescription drugs at an authorized pharnacy,
(1i) enter into rebate agreenents wth drug manufacturers,
and (iii) reinburse pharmacies for the cost of providing
di scounts using the proceeds from the manufacturer rebate

agreenents.

Section 25. Prescription drug prices.


SOLIMAR DFAULT BILLS NONE


© 00 N o o b~ w N Pk

N N N N N DN DN NN R R R R R R R R R R
oo N o o M WwWN B O O 0O N o o D W DN - O

29
30
31
32
33

- 5- LRBO93 03778 SIJM 11051 a

(a) Ninety days after the effective date of this Act, the
Departnent nust 1issue a request for proposals for bidders
interested in adm nistering the Program Bidders nust conpete
on the basis of the followwng mninumcriteria: (i) discount
to seniors and disabled persons separately for brand and
generic drugs, (ii) admnistrative fees, (iii) rebates to the
State and (iv) size of the pharnmacy network. OQher criteria
may al so be consi der ed.

(b) Beginning on January 1, 2004, the anount paid by
el igible seniors and di sabl ed persons enrolled in the Program
to authorized pharmacies for prescription drugs nmay not
exceed prices agreed upon between the Departnent and Program
admnistrator (AW |less a percentage discount pl us a
di spensing fee). For prescription drugs that are on a
preferred drug list, the amount paid by eligible seniors and
di sabled persons enrolled in the Program to authorized
phar maci es may not exceed the AWP | ess a greater percentage
di scount plus a dispensing fee agreed upon by the Departnent
and the Program adm ni strator.

(c) Subject to the requirenents of +the State Pronpt
Paynent Act, the Departnent shall conpensate authorized
pharmacies from the Senior Ctizens and D sabled Persons
Prescription Drug D scount Program Fund for the difference in
the dispensing fee between the anmount paid by eligible
seni ors and di sabl ed persons for prescription drugs di spensed
under the Program and the AW dispensing fee as provided in
Section 3.16 of the Senior Ctizens and D sabled Persons

Property Tax Relief and Pharmaceutical Assistance Act.

Section 30. Manufacturer rebate agreenents.

(a) Taking into consideration the extent to which the
State pays for prescription drugs under various State
pr ogr ans, t he Depart nent, its agent, or the Program

adm nistrator shall negotiate and ent er into rebat e
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agreenents wth drug manufacturers, as defined in this Act,
to effect prescription drug price discounts. The rebate
agreenent shall becone effective the first day of the
cal endar quarter that begins 60 days after the date the
agreenent is entered into.

(b) Rebate paynent procedures. All rebates negotiated
under agreenents described in this Section shall be paid to
the Departnent in accordance with procedures prescribed by
t he Depart nent. All rebates mnust be remtted to the
Department not later than 30 days after receipt of a request
for paynment by the Departnent.

(c) The receipts fromthe rebates and noneys transferred
under Section 33 shall be deposited into the Senior GCtizens
and Di sabl ed Persons Prescription Drug D scount Program Fund,
a special fund hereby created in the State treasury, and
shal | be used, subject to appropriation, to cover the cost of
rei nbursi ng authori zed pharnmaci es under this Act pursuant to

subsection (c) of Section 25.

Section 33. Transfer to Senior Citizens and D sabl ed
Persons Prescription Drug D scount Program Fund.

(a) Wthin 30 days after the effective date of this Act,
the State Conptroller shall direct and the State Treasurer
shal | transfer $27,000,000 fromthe General Revenue Fund to
the Senior GCtizens and D sabled Persons Prescription Drug
D scount Program Fund to facilitate t he paymnment of
rei nbursenents to aut hori zed pharmaci es. Repaynent of
principal and interest to the General Revenue Fund shall be
made so that the balance in the General Revenue Fund w il be
restored as if the transfer to the Senior Ctizens and
Di sabl ed Persons Prescription Drug D scount Program Fund had
not been made. Upon a certification by the Departnent of
Revenue that the obligations under subsection (b) of Section

25 are being net, beginning on July 1, 2004, and on the 1st
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of each nmont h thereafter wuntil the principal anount
transferred fromthe General Revenue Fund plus interest has
been repaid, the State Conptroller shall direct and the State
Treasurer shall transfer 1/12th of $27,000, 000, or so nuch of
that amount as 1is necessary, fromthe Senior Citizens and
D sabl ed Persons Prescription Drug D scount Program Fund to
the General Revenue Fund plus accrued interest. The bal ance
of the anmpbunt transferred fromthe CGeneral Revenue Fund shal

bear interest at the rate of 3.5% per annum until the
required transfers back into the General Revenue Fund have

been conpl et ed.

Section 35. Programeligibility.

(a) Any person may apply to the Departnent or its Program
adm nistrator for participation in the Program in the form
and manner required by the Departnent. The Departnent or its
Program adm ni strator shall determne the eligibility of each
applicant for the Programw thin 30 days after the date of
application. To participate in the Programan eligible senior
or disabled person whose application has been approved nust
pay $25 upon enrollnment and annually thereafter and shal
receive a Program identification card. The card nmay be
presented to an authorized pharmacy to assist the pharmacy in
verifying eligibility under the Program The Departnent shal
deposit the enrollnent fees collected into the Seni or
Citizens and D sabled Persons Prescription Drug D scount
Program Fund. The nonies <collected by the Departnment for
enrollment fees and deposited into the Senior Citizens and
Di sabl ed Persons Prescription Drug D scount Program Fund nust
be separately accounted for by the Departnment. If 2 or nore
persons are eligible for any benefit under this Act and are
menbers of the sanme househol d, each participating household
menber shall apply to the Departnent and pay the fee required

for the purpose of obtaining an identification card.
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(b) Proceeds from annual enrollnment fees, subject to
appropriation, shall be used by the Departnent to offset the
admnistrative cost of this Act. The Departnent may reduce
t he annual enrollnent fee by rule if the revenue from the
enrollnment fees is in excess of the costs to carry out the
Pr ogr am

(c) Any person who is eligible for phar maceuti cal
assistance under the Senior GCtizens and D sabl ed Persons
Property Tax Relief and Pharmaceutical Assistance Act is
presuned to be eligible for this Program That person may
purchase prescription drugs under this Programthat are not
covered by the pharnmaceutical assistance program under the
Senior Citizens and D sabl ed Persons Property Tax Relief and
Phar maceutical Assistance Act by wusing the identification

card issued under the pharmaceutical assistance program

Section 40. Eligible pharnmacies.

(a) The Departnment or its Program adm nistrator shal
adopt rules to establish standards and procedures for
participation in the Program and approve those pharnacies
that apply to participate and neet the requirenents for
participation. Pharmacies in the Program admnistrator's
network nust also conply with the Departnent's standards and
procedures for participation.

(b) The Departnent shall establish procedures for
properly contracting for pharmacy servi ces, val i dating
rei nbursenent clainms, validating conpliance of authorized
pharmacies with the conditions for participation required
under this Act, and otherwi se providing for the effective
adm nistration of this Act. The Director, in consultation
wi th pharmacists |licensed under the Pharmacy Practice Act of
1987, may enter into a witten contract with any other State
agency, instrunentality, or political subdivision or with a

fiscal internmediary for the purpose of naking paynents to
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aut hori zed pharnmacies pursuant to subsection (c) of Section
25 and coordinating the Program wth other prograns that
provide paynments for prescription drugs covered under the

Pr ogr am

Section 43. Program adm nistrators. Phar maceuti ca
Benefit Managenent conpanies and other simlar entities that
adm ni ster or manage prescription coverage (PBMs) shall at
all times discharge their obligations to their clients,
including but not limted to all private enployee benefit
pl ans, uni ons, third party adm ni strators, 1nsurance
conpanies, and state or f eder al gover nment s (Covered
Entities), and to all Covered Entities' nenbers, enployees,
partici pants and beneficiaries (Covered Individuals), wth
the standards of conduct applicable to a fiduciary under the
Enpl oyee Retirenment Incone Security Act of 1974 (ERI SA), and
under any State statute establishing a fiduciary duty. In so
doi ng, PBMs shall, without limtation:

(1) discharge their duties with respect to any and
all Covered Entities and Covered Individuals solely in
the interest of the Covered Entities and Cover ed
I ndividuals and for the exclusive purpose of providing
benefits to the Covered Entities and Covered I|ndividual s,
and defrayi ng reasonabl e expenses of admnistering the
Covered Entities and Covered |ndividuals benefits;

(2) discharge their duties wth the care, skill,
prudence, and diligence wunder the circunstances then
prevailing that a prudent fiduciary acting in Iike
capacity and famliar with such matters would use in the
conduct of an enterprise of a |ike character and wth
i ke ains;

(3) discharge their duties in accordance with the
contract governing the Covered Entities prescription

coverage, insofar as such contract is consistent with the
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provisions of this Act and of ERI SA;

(4) provide any and all information requested by
Covered Entities so as to ensure that Covered Entities
are able to ascertain all mterial activities being
undertaken on their behalf or on behalf of Covered
| ndi vi dual s; and

(5 notify Covered Entities in witing of any
proposed or ongoing activity that involves, directly or
indirectly, any conflict of interest as contenpl ated by
the standards applicable to a fiduciary under ERI SA and
any relevant State statute. The above obligations shal
be applicable for all PBMs residing or operating in, or
provi di ng prescription benefit coverage to Covered
Entities or Covered Individuals residing or operating in

[11inois.

Section 45. Rules. The Departnent shall adopt rules to

i npl enment and adm ni ster the Program which shall include the

fol | ow ng:

(1) Execution of <contracts wth pharmacies to
participate in the Program The contracts shall stipulate
terms and conditions for the participation of authorized
pharmacies and the rights of the State to termnate
participation for breach of the contract or for violation
of this Act or rules adopted by the Departnent under this
Act .

(2) Establishnment of maximnumlimts on the size of
prescriptions that are eligible for a discount under the
Program up to a 90-day supply, except as may be
necessary for utilization control reasons.

(3) Establishnent of liens upon any and all causes
of action that accrue to a beneficiary as a result of
injuries for which prescription drugs covered under the

Program are directly or indirectly required and for which
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the Director made paynent or becane liable for under this
Act .

(4) Inspection of appropriate records and audits of
participating authorized pharmacies to ensure contract
conpliance and to determine any fraudulent transactions

or practices under this Act.

Section 50. Report on admnistration of Program The
Departnent shall report to the Governor and the General
Assenbly by March 1st of each year on the adm nistration of

t he Program under this Act.

Section 990. The State Finance Act is anended by adding

Section 5.595 as foll ows:

(30 I'LCS 105/5.595 new)

Sec. 5.595. The Senior Citizens and D sabl ed Persons

Prescription Drug D scount Program Fund.

Section 999. Effective date. This Act takes effect on

July 1, 2003.".
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